


























































































































































































































SAMUEL KLEIN AND COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 

550 BROAD STREET, 11TH FLOOR 

NEWARK, N,J, 07102-9969 

PHONE (973) 624-6100 

FAX (973) 624-6101 

36 WEST MAIN STREET, SUITE 303 

FREEHOLD, N.J. 07728-2291 

PHONE (732) 780-2600 

FAX (732) 780-1030 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

The Honorable Mayor and Members 
of the Borough Council 

Borough of Watchung 
Watchung, New Jersey 07069 

We have audited the financial statements - regulatory basis of the various funds of the Borough of Watchung, 
in the County of Somerset, as of and for the years ended December 31, 2019, and the related notes to the 
financial statements - regulatory basis and have issued our report thereon dated December 4, 2020. These 
financial statements - regulatory basis have been prepared in conformity with accounting principles prescribed 
by the Division of Local Government Services, Department of Community Affairs, State of New Jersey, which 
is a basis of accounting other than accounting principles generally accepted in the United States of America. 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America, audit requirements prescribed by the Division of Local Government Services, Department of 
Community Affairs, State of New Jersey, and the standards applicable to financial audits contained in 
Government Auditing Standards issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements - regulatory basis, we considered the 
Borough's internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements -
regulatory basis, but not for the purpose of expressing an opinion on the effectiveness of the Borough's 
internal control. Accordingly, we do not express an opinion on the effectiveness of the Borough's internal 
control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control such that there is a reasonable possibility that a material misstatement of the Borough's 
financial statements - regulatory basis will not be prevented, or detected and corrected, on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of the internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material weaknesses 
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in 
internal control that we consider to be material weaknesses. However, material weaknesses may exist that 
have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Borough's financial statements - regulatory 
basis are free of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and, accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. However, we noted certain matters that we reported to 
management in the comments and recommendations section of this report. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the result of that testing, and not to provide an opinion on the effectiveness of the Borough's internal control or 
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the Borough's internal control and compliance. Accordingly, this communication is 
not suitable for any other purpose. 

Newark, New Jersey 
December 4, 2020 

SAMUEL KLEIN AND COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 

ANDREW R. PASCALE, CPA, RMA 
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OFFICIALS IN OFFICE AND SURETY BONDS 

The following officials were in office during the period under review: 

Keith Balla 

Robert Gibbs 

Stephen L. Black 

William Nehls 

Lindsay Goodloe 

George Sopko 

Daryl Eisenberg-Knegten 

Thomas Atkins 

James Damato 

Michelle DeRocco 

Raymond Murray 

William J. Hance 

Albert E. Cruz 

Edward Kerwin 

Jodi Mack 

John Richardson 

Joseph Cina 

Thomas Herits 

Edward P. Bennett 

Robert Burns 

Title 

Mayor 

Council Member, President of Council 

Council Member 

Council Member 

Council Member 

Council Member 

Council Member 

Administrator to September 1, 2019 

Administrator from September 1, 2019 

Municipal Clerk, Deputy Registrar 

Tax Collector to July 1, 2019 

Chief Financial Officer, Treasurer, 
Purchasing Agent 

Tax Collector from July 1, 2019 

Attorney 

Tax Assessor 

Court Administrator 

Municipal Court Judge 

Police Chief 

Engineer 

Construction Code/Zoning Official 

Public Works Manager 

Amount 
of Bond 

* 

* 

* 

* 

* 

* 

* 

* 

* 

* 

... 

* 

* 

* 

* 

* 

*All officials and employees handling and collecting Borough funds are covered by the Borough's insurance 
policy and blanket bond through the Municipal Excess Liability Joint Insurance Fund. 
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GENERAL COMMENTS AND FINDINGS 

Contracts and Agreements Required to be Advertised for (N.J.S. 40A:11-4) 

N.J.S.A. 40A:11-4a states "Every contract awarded by the contracting agent for the provision or performance 
of any goods or services, the cost of which in the aggregate exceeds the bid threshold, shall be awarded only 
by resolution of the governing body of the contracting unit to the lowest responsible bidder after public 
advertising for bids and bidding therefore, except as is provided otherwise in this act or specifically by any 
other law. The governing body of a contracting unit may, by resolution approved by a majority of the 
governing body, disqualify a bidder who would otherwise be determined to be the lowest responsible bidder, if 
the governing body finds that it has had prior negative experience with the bidder." 

It is pointed out that the Borough Council has the responsibility of determining whether the expenditures in 
any category will exceed the threshold set for the fiscal year and, where question arises as to whether any 
contract or agreement might result in violation of the statute, the opinion of the Borough Attorney should be 
sought before a commitment is made. 

The statutory bidding threshold for the period January 1, 2019 - December 31, 2019 was the sum of 
$40,000.00. 

Notwithstanding N.J.S.A. 40:11-3a, P.L. 2005, Chapter 51 and N.J.S.A. 19:44A-20.5 known as the "Pay to 
Play Law" provides that a municipality is prohibited from executing any contract in excess of $17,500.00, on 
or after January 1, 2006, to a business entity that made certain reportable contributions to any municipal 
committee of a political party if a member of that party is in office as a member of the governing body of the 
municipality when the contract is awarded unless proposals or qualifications are solicited through a fair and 
open process. 

The minutes indicate that bids were requested by public advertising. 

Inasmuch as the system of records did not provide for an accumulation of payments for categories of 
materials and supplies or related work or labor, the results of such an accumulation could not reasonably be 
ascertained. Disbursements were reviewed, however, to determine whether any clear-cut violations existed. 

The minutes indicate that proposals were solicited for "Professional Services" in accordance with N.J.S.A. 
19:44:20.5. 

It is also noted that certain contracts were awarded under the provisions of N.J.S.A. 40A: 11-12, New Jersey 
State purchasing contracts. 

Purchases, Contracts or Agreements Not Required to be Advertised (N.J.S. 40A:11-6.1) 

N.J.S. 40A:11-6.1 states "Except contracts which require the performance of professional services, all 
contracts or agreements which do not require public advertising for bids and the estimated cost or price 
exceeds $6,900.00, at least two quotations as to the cost of price are required. Quotations, whenever 
practicable, shall be solicited by the contracting agent, and the contract or agreement shall be made with and 
awarded to the lowest responsible bidder." The Borough has adopted a policy of requesting quotes for all 
expenditures in excess of $2,500.00. 

Voucher 

Finding 2019-1: 

Condition: 

We noted during our examination that there were vouchers missing required signatures. 

Recommendation: 

That prior to processing payments, the Borough should verify that all vouchers contain all the 
required signatures. 
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Collection of Interest on Delinquent Taxes 

N.J.S. 54:4-67, as amended, provides the method for authorizing interest and the maximum rate to be 
charged for the nonpayment of taxes of assessments on or before the date when they would become 
delinquent. 

The Governing Body adopted the following resolution authorizing interest to be charged on delinquent taxes: 

BE IT RESOLVED by the Council of the Borough of Watchung that the interest rate on delinquent 
taxes be fixed as follows: 

8% per annum up to $1,500.00 delinquency 
18% per annum over $1,500.00 delinquency 
6% additional penalty for a delinquency over $10,000.00 if not paid prior to the end 

of the calendar year 

Any taxes not paid when due shall be called delinquent taxes ten days after the due date. 

Tests of the Tax Collector's records indicate that interest was collected in accordance with the provisions of 
the foregoing resolution. 

The last tax sale was held on November 8, 2019 and was complete. 

Payroll Account 

The propriety of deductions from employee salaries for pensions, Social Security, withholding tax and other 
purposes from employee payrolls were not verified as part of this audit. 

Revenue Deparlments 

Finding #2019-2: 

Condition: 

N.J.S.A. 40A:5-15 requires all funds be deposited or remitted to the Treasurer within 48 hours of 
receipt. The following department did not comply with that statute: 

• Police Department 

Recommendation: 

That all departmental receipts be deposited or remitted to the Treasurer within 48 hours per 
N.J.S.A. 40A:5-15. 

Finding #2019-3: 

Condition: 

We noted during our examination that the cash books of the following revenue departments did not 
agree with the amounts recorded by the Finance Department: 

• Engineering 
• Clerk 
• Health 
• Recreation 
• Construction 
• Zoning 

Recommendation: 

That amounts collected and recorded in the cash books of the various departments agree with the 
amounts recorded by the Finance Department. 
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Revenue Departments (Continued) 

Finding #2019-4: 

Condition: 

We were unable to verify one or more specific fees charged by the Recreation Department and the 
Police Department.. 

Recommendation: 

That the fee ordinance be updated to include all fees charged by the Recreation Department and the 
Police Department. 

Special Assessment Trust Fund 

Finding 2019-5: 

Condition: 

Our review of the Assessment Receivable Status Report noted that Ordinance #88-20, Block 6601, 
Lot 5, was listed under "Dummy Account" in the sum of $4,187.96. 

Recommendation: 

That the "Dummy Account" on the Assessment Receivable Status Report be reviewed and 
appropriate action taken as to its disposition. 

Corrective Action Plan 

In accordance with regulations promulgated by the Division of Local Government Services, all municipalities 
are required to prepare and submit to the Division of Local Government Services a Corrective Action Plan 
with regard to audit deficiencies. This plan must be approved by formal resolution of the Governing Body and 
submitted within 60 days from the date the audit is received. 

Status of Prior Years' Audit Recommendations 

A review was performed on all prior years' recommendations and corrective action was taken on all with the 
exception of those recommendations marked with an asterisk. 

Miscellaneous 

A report summarizing collections of Dog License Fees and remittances of State Registration Fees has been 
prepared and filed with the New Jersey Department of Health and the Division of Local Government Services. 

Revenue and receipts were established and verified as to source and amount only insofar as the local records 
permitted. 

In verifying expenditures, computations were tested on claims approved and paid. No attempt was made in 
this connection to establish proof of rendition, character or extent of services, nor quantities, nature, propriety 
of prices or receipt of materials, these elements being left necessarily to internal review in connection with 
approval of claims. 

The Uniform Construction Code Enforcement Fee Report has been prepared and filed with the New Jersey 
Department of Community Affairs. 

A copy of this report was filed with the New Jersey Division of Local Government Services. 

A summary or synopsis of this report was prepared for publication and filed with the Borough Clerk. 

111 



RECOMMENDATIONS 

Voucher: 

That prior to processing payments, the Borough should verify that all vouchers contain all the required 
signatures. 

Revenue Departments: 

That all departmental receipts be deposited or remitted to the Treasurer within 48 hours per N.J.S.A. 
40A:5-15. 

That amounts collected and recorded in the cash books of the various departments agree with the 
amounts recorded by the financial Department. 

That the fee ordinance be updated to include all fees charged by the Recreation Department and the 
Police Department. 

Special Assessment Trust Fund 

That the "Dummy Account" on the Assessment Receivable Status Report be reviewed and appropriate 
action taken as to its disposition. 

• • * 

112 



The foregoing comments and resulting recommendations are not of sufficient materiality whereby they would 
affect our ability to express an opinion on the financial statements taken as a whole. 

We shall be pleased to confer on any questions that might arise with respect to any matters in this report. 

We desire to express our appreciation for the assistance and courtesies rendered by the Borough officials 
and employees during the course of the examination. 

Newark, New Jersey 
December 4, 2020 

Respectfully submitted, 

~t~~ 
CERTIFIED PUBLIC ACCOUNTANTS 

ANDREW R. PASCALE, CPA, RMA 
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